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documentation under this paragraph
(c).

[42 FR 5603, Jan. 28, 1977, as amended at 48
FR 36103, Aug. 9, 1983; 48 FR 56949, Dec. 27,
1983]

§ 886.111 Term of contract.
A Contract may be for an initial

term of not more than 5 years, renew-
able for successive 5 year terms by
agreement between HUD and the
Owner: Provided, That the total Con-
tract term, including renewals, shall
not exceed 15 years.

§ 886.111a Notice upon contract expi-
ration.

(a) The Contract will provide that
the owner will notify each assisted
family, at least 90 days before the end
of the Contract term, of any increase
in the amount the family will be re-
quired to pay as rent which may occur
as a result of its expiration. If the Con-
tract is to be renewed but with a reduc-
tion in the number of units covered by
it, this notice shall be given to each
family who will not longer be assisted
under the Contract.

(b) The notice provided for in para-
graph (a) of this section shall be ac-
complished by: (1) Sending a letter by
first class mail, properly stamped and
addressed, to the family at its address
at the project, with a proper return ad-
dress, and (2) serving a copy of the no-
tice on any adult person answering the
door at the leased dwelling unit, or if
no adult responds, by placing the no-
tice under or through the door, if pos-
sible, or else by affixing the notice to
the door. Service shall not be consid-
ered to be effective until both required
notices have been accomplished. The
date on which the notice shall be con-
sidered to be received by the family
shall be the date on which the owner
mails the first class letter provided for
in this paragraph, or the date on which
the notice provided for in this para-
graph is properly given, whichever is
later.

(c) The notice shall advise each af-
fected family that, after the expiration
date of the Contract, the family will be
required to bear the entire cost of the
rent and that the owner will be free (to
the extent the project is not otherwise
regulated by HUD) to alter the rent

without HUD approval, but subject to
any applicable requirements or restric-
tions under the lease or under State or
local law. The notice shall also state:
(1) The actual (if known) or the esti-
mated rent which will be charged fol-
lowing the expiration of the Contract;
(2) the difference between the rent and
the Total Tenant Payment toward rent
under the Contract; and (3) the date
the Contract will expire.

(d) The owner shall give HUD a cer-
tification that families have been noti-
fied in accordance with this section
with an example of the text of the no-
tice attached.

(e) This section applies to all Con-
tracts executed, renewed or amended
on or after October 1, 1984.

[49 FR 31285, Aug. 6, 1984]

§ 886.112 Rent adjustments.
This section applies to adjustments

of the dollar amount stated in the Con-
tract as the Maximum Unit Rent. It
does not apply to adjustments in rents
payable to Owners as required by HUD
in connection with its mortgage insur-
ance and/or lending functions.

(a) Funding of adjustments. Housing
Assistance Payments will be made in
increased amounts commensurate with
Contract Rent adjustments up to the
maximum annual amount of housing
assistance payments specified in the
Contract pursuant to § 886.108(b).

(b) Annual adjustments. The contract
rents may be adjusted annually, or
more frequently, at HUD’s option, ei-
ther (1) on the basis of a written re-
quest for a rent increase submitted by
the owner and properly supported by
substantiating evidence, or (2) by ap-
plying, on each anniversary date of the
contract, the applicable Automatic An-
nual Adjustment Factor most recently
published by HUD in the FEDERAL REG-
ISTER in accordance with 24 CFR part
888, subpart B. Published Automatic
Annual Adjustment Factors will be re-
duced appropriately by HUD where
utilities are paid directly by Families.
If HUD requires that the owner submit
a written request, HUD, within a rea-
sonable time, shall approve a rental
schedule that is necessary to com-
pensate for any increase in taxes (other
than income taxes) and operating and
maintenance costs over which owners
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have no effective control, or shall deny
the increase stating the reasons there-
for. Increases in taxes and maintenance
and operating costs shall be measured
against levels of such expenses in com-
parable assisted and unassisted housing
in the area to ensure that adjustments
in the Contract Rents shall not result
in material differences between the
rents charged for assisted and com-
parable unassisted units. Contract
Rents may be adjusted upward or
downward as may be appropriate; how-
ever, in no case shall the adjusted rents
be less than the contract rents on the
effective date of the contract.

(c) Special additional adjustments. Spe-
cial additional adjustments shall be
granted, when approved by HUD, to re-
flect increases in the actual and nec-
essary expenses of owning and main-
taining the Contract units which have
resulted from substantial general in-
creases in real property taxes, utility
rates or similar costs (i.e., assessment,
and utilities not covered by regulated
rates), but only if and to the extent
that the Owner clearly demonstrates
that such general increases have
caused increases in the Owner’s operat-
ing costs which are not adequately
compensated for by automatic annual
adjustments. The Owner shall submit
to HUD financial statements which
clearly support the increase.

(d) Overall limitation. Notwithstand-
ing any other provisions of the subpart,
adjustments as provided in this section
shall not result in material differences
between the rents charged for assisted
and comparable unassisted units, as de-
termined by HUD.

(e) Incorporation of rent adjustments.
Any adjustment in Maximum Unit
Rents shall be incorporated into the
Contract by a dated addendum to the
Contract establishing the effective
date of the adjustment.

[42 FR 5603, Jan. 28, 1977, as amended at 45
FR 59149, Sept. 8, 1980; 47 FR 24700, June 8,
1982]

§ 886.113 Housing quality standards.
Housing used in this program shall

meet the Performance Requirements
set forth in this section. In addition,
the housing shall meet the Accept-
ability Criteria set forth in this section
except for such variations as are pro-

posed and approved by HUD. Local cli-
matic or geological conditions or local
codes are examples which may justify
such variations.

(a) Sanitary facilities—(1) Performance
requirement. The dwelling unit shall in-
clude its own sanitary facilities which
are in proper operating condition, can
be used in privacy, and are adequate
for personal cleanliness and the dis-
posal of human waste.

(2) Acceptability criteria. A flush toilet
in a separate, private room, a fixed
basin with hot and cold running water,
and a shower or tub with hot and cold
running water shall be present in the
dwelling unit, all in proper operating
condition. These facilities shall utilize
an approved public or private disposal
system.

(b) Food preparation and refuse dis-
posal—(1) Performance requirement. The
dwelling unit shall contain suitable
space and equipment to store, prepare,
and serve foods in a sanitary manner.
There shall be adequate facilites and
services for the sanitary disposal of
food wastes and refuse, including facili-
ties for temporary storage where nec-
essary.

(2) Acceptability criteria. The unit
shall contain the following equipment
in proper operating condition: A cook-
ing stove or range and a refrigerator of
appropriate size for the unit, and a
kitchen sink with hot and cold running
water. The sink shall drain into an ap-
proved public or private system. Ade-
quate space for the storage, prepara-
tion and serving of food shall be pro-
vided. There shall be adequate facili-
ties and services for the sanitary dis-
posal of food wastes and refuse, includ-
ing facilities for temporary storage
where necessary (e.g., garbage cans).

(c) Space and security—(1) Performance
Requirement. The dwelling unit shall af-
ford the Family adequate space and se-
curity.

(2) Acceptability criteria. A living
room, kitchen area, and bathroom
shall be present; and the dwelling unit
shall contain at least one sleeping
room or living/sleeping room of appro-
priate size for each two persons. Exte-
rior doors and windows accessible from
outside the unit shall be lockable.

(d) Thermal environment—(1) Perform-
ance Requirement. The dwelling unit
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